THE ATTORNEY GENERAL
OF TEXAS

AvsTIN, TEXARS T&HTIX

('.R.\“'l"()l{l) C. MAWRYTIN
ATTORNKY OKRNKRAL

February 5, 1968

Honorable Jesse James Opinion No, M-197
State Treasurer
State Capitel Building
Austin, Texae 78711 Re: Authority of the State
depouitory board to ac-
cept "preliminary loan
notes lesued by public
houqing authorities" and
"participation certifi-
gates issued by the Fed-~
eral Ngtional Mortgage
: Assopilation” ae collateral
Dear Mr, James: ‘ for State deposits,

You have submitted printed materials describing certain
ohligations 1ssued'byfpub110 houaing authoritiga, to-wit:

1, “Preliminary loan notes"; and

2., "Participation certificates imsued by the Federal
National Mortgage Assooiation.”

Based upon the information furnished, you have requeated
our opinion as to whether such obligations may be accepted as
collateral for State deposits,

 Attorney oeneral'a Opinion WW-11- (1957) ‘reads, in part,
as follows: _ ‘
"Your recent 1etter prasentl thc'qﬁeation of
whether bonds issued by & Public Housing Authority

may be uped as collateral to secure the deposit of
State funds,

"Artiol& 2529, V.O._sq, is the‘t'tub. which per-
mites a depository of State funds te post a surety bond
or pledge certain types of securities as collateral
for Btate deposits, None of the enumerated types of
securities wil) cover the obllgations issued or to be
issued by a Public Housing Authority unless the language
'all other bonds which are guaranteed as to both prin-
clpal and interest by the United States' 1s applicable.
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Excrable Jesse James, page 2 M-197

""The State Depository Law, insofar as the
ezumerated eligible securities are concerned,
‘s the general law, and where a special act
states that an additional security may be used
as collateral, that special act will be treated
2s an exception to the normal rule in order
shat both enactments may apply to their ap- -
propriate -spheres., Simpson v, Booth, 163 S,W.2d
1080 (Tex. Civ. App., 198Z2) error ref., 39 Tex.
Jur., 'Statutes' Sees, 81, 82, In 1939, the
Tagislature of Texas, 46th Legislature, page
327 (codified by Vernon as Article 1269k-1
passed auch-a special statute, which reads, in

part:

-"Notwithstanding any restricticens on in-
vestments contained in any laws of this,
state, the state and all public officers

"« o« o may legally lnvest any sinking funds
e« « « In any bond ., . . issued by.a housing
authority pursuant to the Housing Authority
Law (Article 1269k, V.C.S.) ., .. or 1ssued
by any other public housing authority or
-agency in the United States, when such bonds
. + . are seocured by a pledge oI annual con-
tribution to be paid by the United States
Government .or any agency thereof, and such .

bonds ., . . shall be authorized segurity for
all public deposité . . .' (Emphasis supplied).

“The caption of the act reads, .in part as follows:

'An act to provide that bonds and other
obligations -issued by any public housing

. authority - or -agency. in the United States, -
when secured by & pledge of annual contri-.
putions Uo be paIa_§y %He United States
Government, shall be securit or & ub—

g £3a:
gtate and public officers . . .' (Emphasis;
supplied).

“rhe effect of the 1939 scatuit-.é 18 to add, by
speclal enactment, an additional type of eligilble
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'aecurity as collateral for state deposits. In no
other manner are the provisions of Article 2529, V.C.S.
affectet'] . L] L) *

", . . you and the State Depository Board
are respectfully advised that the obligations may
be accepted as collateral for state deposits only
if the Federal Government guarantees that annual
contributions will be made, sufficient to supple-
ment local funds, so as to meet the principal
and interest requirements of the particular bonds
tendered as the same shall become due. Each
bond transcript will have to be examlned in-
dividually to determine if this requirement has
been met.

A copy of one of the "Preliminary Loan Notes" under
consideration has been submitted to us with your request.
The following guarantee appears therein:

“PAYMENT AGREEMENT

-"Purauant to section 102 ¢) of the Housing

Act of 1949, as amended (42 U.S.C. 1&52(0?),

the United Statee hereby unconditionally

agrees that on the Maturity Date of the within
Preliminary Loan Note it will pay or cause to

be paid to the bearer thereof the principal

.of and interest thereon, upon the presentation

and surrender of such Note to the Paying Agent

designated therein, and the full faith and ecredit
of the United States 18 pledged to such payment.

Under section 102(c) of the Act, this Agree-

ment shall be construed separate and apart from
the loan contract referred to in the within

Note and shall be incontestable in the hands

of a bearer,

"IN WITNESS WHEREOF, this Agreement has been
% ecuted on behalf of the United States by
e duly authorized facsimile signature of

the Secretary of Housing and Urban Develop-
megt, as of the Date of Issue of the within
Note.

UNITED STATES OF AMERICA
By s/ Robert C, Weaver

Secretary ol Housing and
Urban Development"
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It is our understanding that all other "preliminary loan
notes" which are under consideration as collateral for State
deposits, and that all "participation certificates issued by
the Federal Mortgage Associlation" which are under considera-
tion as collateral for State deposits, are similarly guaranteed
by the United States Government or an agency thereof as to the
entire principal and interest. Each of sald obligations must
be examined individually to determine 1T thle requiremenc has
been met.

Assuming that each of the obligations in qQuestion is
found on individual examination to be guaranteed by the United
States Government or &n agency thereof as to the entire prin-
cipal and interest, the State Depository Board may accept the
same as collateral for State deposits,

The State Devosltory Board may accept both
"preliminary loan notes issued by public housing
authorities" and“participation certificates issued
by the Federal National Mortgage Association” as
collateral for State deposits, i1f upon individual
examination, each of the obligatione proves to be
guaranteed by the United States Government, or an
agency thereof, as to the entire principal and
interest.

ry trul 8
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